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RULE

Department of Environmental Quality
Office of the Secretary
Legal Affairs Division

CAIR NO, Annual and Ozone Season Trading Programs
(LAC 33:II1.506)(AQ285)

Under the authority of the Environmental Quality Act,
R.S. 30:2001 et seq., and in accordance with the provisions
of the Administrative Procedure Act, R.S. 49:950 et seq., the
secretary has amended the Air regulations, LAC 33:111.506
(Log #AQ285).

This rule defines the state's methodology under the Clean
Air Interstate Rule (CAIR) Nitrogen Oxide (NO,) Annual
and Ozone Season Trading Programs for allocating NO,
allowances to electrical generating units (EGUs) subject to
CAIR. Section 51.123 of the federal CAIR allows states
some flexibility in implementation of certain rule provisions
related to methods for allocating NO, allowances. This rule
substitutes for 40 CFR Part 97, Subpart EE (CAIR NO,
Allowance Allocations), §97.141 and §97.142, and for 40
CFR Part 97, Subpart EEEE (CAIR NO, Ozone Season
Allowance Allocations), §97.341 and §97.342. This rule
concurrently revises the Louisiana State Implementation
Plan for air quality.

The CAIR was promulgated by the U.S. EPA on May 12,
2005. The federal rule addresses ozone and fine particulate
air pollution by regulating emissions of sulfur dioxide (50O;)
and NO, from EGUs in certain states and the District of
Columbia. The federal rule establishes a budget cap for each
state for emissions of these pollutants and allows for
emissions trading. Following promulgation of CAIR in
2005, EPA promulgated a Federal Implementation Plan (FIP)
for the rule on April 28, 2006. The FIP, which became
effective on June 27, 2006, includes the federal methodology
for allocation of NO, allowances. The FIP provides states
with an option to submit an abbreviated State
Implementation Plan (SIP), and some limited flexibility in
implementation of certain federal rule provisions related to
CAIR. Louisiana will remain under the provisions of the FIP
for the CAIR NO, annuval and ozone season trading
programs with the exception of the provisions established in
this rule. Without this rule, the state would remain under the
allocation method as set forth in the FIP,

To determine the impact of CAIR implementation on
Louisiana electricity ratepayers, DEQ requested assistance
from the Louisiana Public Service Commission (L.PSC).
Pursuant to this request, the LPSC contracted for the service
of the Louisiana State University Center of Energy Studies.
Recommendations concerning the implementation of CAIR
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in Louisiana were provided to DEQ from the LPSC in the
"Staff Report” and “Supplement to Primary Staff
Recommendations." The provisions of this rule are
consistent with the LPSC recommendations. This rule will
be submitted to EPA as a revision to the air quality SIP for
Louisiana. The submittal of an approvable abbreviated SIP
revision for the CAIR NO, annua] and ozone season trading
programs will satisfy Louisiana’s obligations under Section
110(a)(2)DXi} of the Clean Air Act (CAA). The basis and
rationale for this rule are to improve air quality through a
reduction of intrastate and interstate emissions of NO, trom
EGUs subject to CAIR.

This rule meets an exception listed in R.S. 30:201%(D)(2)
and R.S. 49:953(G)3). therefore, no report regarding
environmental/health benefits and social/feconomic costs is
required. This rule has no known impact on family
formation, stability, and autonomy as described in R.S.
49:972.

Title 33
ENVIRONMENTAL QUALITY
Part III. Air
Chapter 5. Permit Procedures
§506. Clean Air Interstate Rule Requirements

A. Clean Air Interstate Rule {CAIR) Nitrogen Oxide
{NO,) Anpual Program. This Subsection is adopted in lien of
40 CFR 97.141 and 97.142 as promulgated under the CAIR
Federal Implementation Plan (FIP) NO, Annual Trading
Program on April 28, 2006, at 71 FR 25328. All provisions
of 40 CFR Part 97, Subparts AA — HH, continue to apply,
with the exception of §97.141 (Timing Requirements for
CAIR NO, Allowance Allocations) and §97.142 (CAIR NO,
Allowance Allocations). The provisions of this Subsection
state how the CAIR NO, annua! allowances shall be
allocated in accordance with this Section and 40 CFR
97.144(a).

. Definitions. The terms used in Subsection A of this
Section have the meaning given to them in the CAIR FIP (40
CFR Part 97 as promulgated on April 28, 2006), except for
those terms defined herein:

Ceriified Unit or Contract—an electricity-generating
unit or contract that has been certified by the LPSC or
approved by a municipal anthority but was not in operation
on, or approved by, December 31, 2004.

Departmeni—the  Louisiana
Environmental Quality.

LPSC—the Louisiana Public Service Commission.

LPSC or Municipal Certification—the process under
which the LPSC certifies, or the relevant municipal authority
approves, an electricity-generating facility and/or all of its
component units, additions, and up-rated or re-powered units
as being in the public convenience and necessity. This
process includes the certification or approval of long-term
contracts that dedicate a portion of the electrical output of
any generation facility to a utility unit. Long-term contracts
are those contracts of at least one year in duration, provided
that the municipality or utility unit expects to receive power
under the contract within one year of the contract execution,
L3 Municipal Authority—a municipal corporation, public
power authority, or other political subdivision including, but
not limited to, the Louisiana Energy and Power Authority.

Department  of
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Non-Uriliry Unit—an electricity-generating unit that
has not been certified by the LPSC or approved by a
municipal authority, and that does not have an effective and
active long-term contract with a utility unit. This includes,
but is not limited to, units owned by independent power
producers (IPPs) that are the owners or operators of
electricity-generating units that produce electricity for sale,
and cogeneration units as defined in 40 CFR Part 97.

Utility Unit—a certified unit that is in operation, a
previously-operational certified unit, or a non-utility unit
that has an effective and active long-term contract with a
utility unit. Long-term contracts are those contracts of at
least one year in duration, provided that the municipality or
utility unit expects to receive power under the coniract
within one year of the contract execution.

2. Allocation of CAIR NO, Annual Allowances. Total
NO, allowances allocated per control period shall not be in
excess of the CAIR NO, annual budget as found in 40 CFR
97.140 (35,512 tons per control period from 2009-2014 and
29,593 tons per control period thereafter).

a. Non-Utility Units. For each CAIR non-utility
unit, the NO, allowances shall be equal to the average of the
actual NO, annual emissions of the three calendar years
immediately preceding the year in which the control period
allocations are submitted to the administrator. The actual
NO, annual emissions as reported in the emission inventory
required by LAC 33:T11.919 shall be used, except that the
allowances submitted in 2007 shall uwse the actual NO,
emissions for calendar years 2002, 2003, and 2004, When
data is not available in the emission inventory, data reported
to the Federal Acid Rain Program shall be used. When actual
reported NO, annual emissions data are avatlable for only
two of the three calendar years immediately preceding the
deadline for submission of the control period allocations, the
average of the actual reported NO, annual emissions data for
those two years shall be used. When actual reported NO,
annual emissions data are available for only one of the three
calendar years, the actual reported NO, annual emissions
data for that one year shall be used. When no actual reported
NO, annual emissions data for any of the three calendar
years are available, no allocations shall be made under this
Paragraph.

b. Certified Units. A certified unit subject to CAIR
shall be allocated NO, allowances for the control period in
which the unit will begin operation, and for each successive
control period, for which no NQO, allowances have bean
previously allocated until operating data are available for the
three calendar years immediately preceding the deadline for
submission of the control period allocations. Until a unit has
three calendar years of operating data immediately preceding
the allocation submittal deadline, the converted heat input as
calculated in Clause A.2.b.i or ii of this Section shall be usad
to allocate allowances for the unit. The certified unit shall be
treated as a utility unit for the purposes of this allocation,
except that converted heat input shall be used instead of
adjusted heat input. Converted heat input is calculated as
follows.

i. For a coal-fired vnit, the hourly heat input for a
specified calendar year shall equal the control period gross
electrical output, including the capacity factor, of the



generator(s) served by the unit multiplied by 7,900
BTU/KWh and divided by 1,000,000 BTU/MMBTU. The
control period gross electrical output as stated in the
documentation presented for the LPSC or municipal
certification shall be used in this calculation. If a generator is
served by two or more units, then the gross electrical output
of the generator shall be attributed to each unit in proportion
to the unit's share of the total control period heat input of all
the units for the year.

. For a non-coal-fired unit, the hourly heat input
for a specified calendar year shall equal the control period
gross electrical output, including the capacity factor, of the
generator(s) served by the unit multiplied by 6,675
BTU/KWh and divided by 1,000,000 BTU/MMBTU. The
control period gross clectrical output as stated in the
documentation presented for the LPSC or municipal
certification shall be used in this calculation. If a generator is
served by two or more units, then the gross electrical cutput
of the generator shall be attributed to each unit in proportion
to the unit’s share of the total control period heat input of all
the units for the year.

¢.  Utility Units. The department shall allocate
CAIR NO, allowances to each CAIR utility unit by
multiplying the CAIR NO, budget for Louisiana {40 CFR
97.140), minus the allowances allocated under Subparagraph
A.2.a of this Section, by the ratio of the adjusted baseline
heat input of the CAIR utility unit and/or converted heat
input of a certified unit to the total amount of adjusted
baseline heat input and converted heat input of all CAIR
utility units and certified units in the state and rounding to
the nearest whole allowance. The adjusted baseline heat
input (in MMBTU} used with respect to the CAIR NO,
annual allowance for each CAIR utility unit shall be
established as follows,

i. The average of the unit's contrel period
adjusted heat input for the three calendar years immediately
preceding the deadline for submission of allocations to the
administrator shall be used (except that the altlecation
submitied in 2007 shall use the average of the control period
adjusted heat input for calendar years 2002, 2003, and
2004), with the contro! period adjusted heat input for each
year calculated as follows.

(a). If the unit is coal-fired during a year, the
unit’s control period heat input for that year shall be
multiplied by 100 percent.

(b). If the unit is oil-fired during a year, the unit’s
control peried heat input for that year shall be multiplied by
60 percent,

(c}. If the unit is not subject to Subclause
A 2.c.i(a) or (b) of this Section, the unit’s control period
heat input for the year shall be multiplied by 40 percent.

ii. A unit's control period heat input, status as
coal-fired or oil-fired, and total tons of NQO, emissions
during a calendar year shall be determined in accordance
with 40 CFR Part 97 and reported in accordance with LAC
33111919,

3. Timing Requirements for CAIR NO, Annual
Allowance Allocations

a. By April 30, 2007, the department shall submit to

the administrator the CAIR NO, annual allowance

allocauons, in a format prescribed by the administrator and
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in accordance with Paragraph A.2 of this Section, for the
control periods in 2009, 2010, and 2011,

b. By October 31, 2008, for the year 2012, and by
October 31 of each year thereafter, the department shatl
submit to the administrator CAIR NO, annual allowance
allocations, in a format prescribed by the administrator and
in accordance with Paragraph A.2 of this Section, for the
control period in the fourth year after the year of the
applicable deadline for submission under this Section.

B. Clean Air Interstate Rule (CAIR) Nitrogen Oxide
(NO,) Ozone Season Program. This Subsection is adopted in
lieu of 40 CFR 97.341 and 97.342 as promulgated under the
CAIR Federal Implementation Plan (FIP} NO, Ozone
Season Trading Program on April 28, 2006, at 71 FR 25328,
All provisions of 40 CFR Part 97, Subparts AAAA - HHHH,
continue to apply, with the exception of §97.341 (Timing
Requirements for CAIR NO, Ozone Season Allowance
Allocations) and §97.342 (CAIR NO, Ozone Season
Allowance Allocations), The provisions of this Subsection
state how the CAIR NO, ozone season allowances shall be
allocated in accordance with this Section and 40 CFR
97.343(a).

1. Definitions. The terms used in Subsection B of this
Section have the meaning given to them in the CAIR FIP (40
CFR Part 97 as promulgated on April 28, 2006), and in
Paragraph A.1 of this Section.

2. Allocation of CAIR NO, Ozone Season
Allowances. Total NO, ozone season allowances allocated
per control period shall not be in excess of the CAIR NO,
ozone season budget as found in 40 CFR 97.340 (17,085
tons per control period from 2009-2014 and 14,238 tons per
control period thereafter).

a. Non-Utility Units. For each CAIR non-utility
unit, the NO, allowances shall be equal to the average of the
actual NO, ozone season emissions of the three calendar
years immediately preceding the year in which the control
period allocations are submitted to the administrator, The
actual NO, ozone season emissions as reported in the
emission inventory required by LAC 33:1IL919 shall be
used, except that the allowances submitted in 2007 shall use
the actual NO, emissions for calendar years 2002, 2003, and
2004 that were reported to the Federal Acid Rain Program.
When data is not available in the emission inventory, data
reported to the Federal Acid Rain Program shail be used.
When actual reported NO, ozone season emissions data are
available for only two of the three calendar years
immediately preceding the deadline for submission of the
control period allocations, the average of the actual reported
NO, ozone season emissions data for those two years shall
be used. When actual reported NO, ozone season emissions
data are available for only one of the three calendar years,
the actual reported NO, ozone season emissions data for that
one year shall be used. When no actual reported NO, ozone
season emissions data for any of the three calendar years are
available, no allocations shall be made under this Paragraph.

b. Certified Units. A certified unit subject to CAIR
shall be allocated NO, allowances for the ozone season of
the contrel period in which the unit will begin operation, and
for each successive ozone season in a control period, for
which no NO, allowances have been previously allocated
until ozone season operating data are available for the three
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calendar vyears immediately preceding the deadline for
submission of the control period allocations. Until a unit has
three years of ozone season operating data preceding the
allocation submittal deadline, the converted heat input as
calculated in Clause B.2.b.i or ii of this Section shall be nsed
to allocate ozone season allowances for the unit. The
certified unit shall be treated as a utility unit for purposes of
this allocation, except that ozone season converted heat input
shall be used instead of ozone season adjusted heat input.
Ozone season converted heat input is calculated as follows.

i.  For a coal-fired unit, the hourly heat input for a
specified calendar year shall equal the control period gross
electrical output, including the capacity factor, of the
generator(s) served by the unit multplied by 7,900
BTU/KWh and divided by 1,000,000 BTU/MMBTU and
multiplied by 3/12. The control period gross electrical output
as stated in the documentation presented for the LPSC or
municipal certification shall be used in this calculation. If a
generator 15 served by two or more units, then the gross
electrical output of the generator shall be attributed to each
unit in proportion to the unit’s share of the total control
period heat input of all the wnits for the specified ozone
Season.

ii.  For a non-coal-fired unit, the hourly heat input
for a specified calendar year shall equal the control period
gross electrical output, including the capacity factor, of the
generator(s) served by the unit multiplied by 6,675
BTU/KWh and divided by 1,000,000 BTUMMBTU and
multiplied by 5/12. The control period gross electrical output
as stated in the documentation presented tor the LPSC or
municipal certification shall be used in this calculation. If a
generator is served by two or more units, then the gross
electrical output of the generator shall be attributed to each
unit in proportion to the unit’s share of the total control
period heat input of all the units for the specified ozone
Season.

¢. Utlity Units. The department shall allocate
CAIR NO, ozone season allowances to each CAIR utility
unit by muitiplying the CAIR NO, ozone season budget for
Louisiana (40 CFR 97.340), minus the allowances allocated
under Subparagraph B.2.a of this Section, by the ratio of the
ozone season adjusted baseline heat input of the CAIR utility
unit and/or converted heat input of a certified unit to the total
amount of ozone season adjusted baseline heat input and
converted heat input of all CAIR utility units and certified
units in the state and rounding to the nearest whole
allowance, The ozone season adjusted baseline heat input (in
MMBTU) used with respect to the CAIR NO; ozone season
allowance for each CAIR utility unit shall be established as
follows.

i.  The average of the unit’s control period ozone
season adjusted heat input for the three calendar years
immediately preceding the deadline for submission of
allocations to the administrator shall be used (except that the
atlocation submitted in 2007 shall use the average of the
control period ozone season adjusted heat input for calendar
years 2002, 2003, and 2004), with the control period ozone
segson adjusted heat input for each vear calculated as
follows,

(a). 1If the unit is coal-fired during a year, the
unit’s control period ozone season heat input for that year
shall be multiplied by 100 percent,
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(b). If the unit is oil-fired during a year, the unit’s
control period ozone season heat input for that year shall be
multiplied by 60 percent.

(c). If the unit is not subject to Subclause
B.2.cifa) or (b) of this Section, the unit's control period
ozone season heat input for the year shall be multiplied by
40 percent.

ii. A unit’s control period ozone season heat input,
status as coal-fired or oil-fired, and total tons of NO, ozone
season emissions during a calendar year shall be determined
in accordance with 40 CFR Part 97 and reported in
accordance with LAC 33:111.919.

3. Timing Requirements for CAIR NO, Ozone Season
Allowance Allocations

a. By April 30, 2007, the department shall submit to
the administrator the CAIR NO, ozone season allowance
allocations, in a format prescribed by the administrator and
in accordance with Paragraph B.2 of this Section, for the
control periods in 2009, 2010, and 2011.

b. By October 31, 2008, for the year 2012, and by
October 31 of ecach year thereafter, the department shall
submit to the administrator the CAIR NO, ozone season
allowance allocations, in a format prescribed by the
administrator and in accordance with Paragraph B.2 of this
Section, for the control period in the fourth year after the
year of the applicable deadline for submission under this
Section.

C-E ..

AUTHORITY NOTE: Promulgated in accordance with R.S.
30:2054.

HISTORICAL NOTE: Promulgated by the Department of
Environmental Quality, Office of the Secretary, Lepal Affairs
Division, LR 32:1597 (Scptember 2006), amended LR 33:1622
{August 2007),

Herman Robinson, CPM
Executive Counsel
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